What is Strategy?





Starts with having the right goal…





Superior ROI over time.





How do you gain competitive advantage





AND





Superior profitability








LONG TERM PERFORMANCE DETERMINANTS ARE:





-Industry Structure





-Competitive Position


�____________________





HOW DO YOU ACHIEVE SUPERIOR PERFORMANCE?





			-Higher Average Price


		(Must create customer value and delivery it profitably)





….OR….





			-Lower Average Cost


(Same value at lower cost)  (Wal-Mart Strategy)





So….





STRATEGY IS ABOUT CREATING A UNIQUE AND SUSTAINABLE COMPETITIVE POSITION





And…





AVOIDING THE TRAP OF SAMENESS vis-à-vis COMPETITORS WHERE THE ONLY DIFFERENTIATOR IS PRICE


____________________


	

















TWO TESTS OF DETERMINING WHETHER ONE HAS A STRATEGY	





Do you have a different end point (objective) from your competitors.





2.)	Have you tailored the activities of your organizations to the desired end point?			


____________________


Why Plan?





				(Doing the Right Things Right)


____________________





This is about STRATEGY  and STRATEGIC PLANNING, not OPERATIONAL PLANNING.





In your other courses, you are getting some important exposure to the tools and techniques of:





World Class Manufacturing


	Total Quality Management


	Time Based Competition


	Project Management


	Industrial Sales and Marketing


	Financial Planning and Analysis


	Benchmarking


	Supply Chain Management


	Information Technology





THESE ARE ALL VERY IMPORTANT.  BUT THEY ARE NOT STRATEGY.








Their focus is on: DOING THINGS RIGHT





This focus is on: DOING THE RIGHT THINGS


____________________





STRATEGY IS ABOUT DOING THE RIGHT THINGS RIGHT





That is…Being the best at what you want to do.





Often, doing the “right thing” involves doing things differently.





Successful strategies are often unique, and are deliberately different from “conventional approaches”.


____________________





The following framework can be helpful to us as we think about strategy and competency and


DISTINCTIVENESS:





DISTINCTIVE COMPETENCE





Leads to





COMPETITIVE ADVANTAGE








CORE COMPETENCE





Is a





COMPETITIVE NECESSITY








ROUTINE COMPETENCE





Can be





OUTSOURCED


(MAKE-BUY ANALYSIS)








Competencies are not static and change over time.  An organization must continually renew itself so that its competencies remain distinctive and so that its competitive advantage can be maintained/increased.


____________________





Why “Simplified Strategic Planning” text for a course called “Comprehensive          Planning”?





		Einstein Quote:





Everything should be described as simply as possibly…but no simpler!!





		Yet, beware the pitfalls of trying to predict the future precisely:





The director of the US Patent office in 1898 recommended to congress that the patent office be eliminated because clearly everything that needed to be invented had already been invented.





		(He probably wasn’t an engineer!!}





(Stay tuned…I plan to share a few more price-less quotes which further reinforce the pitfalls about trying to predict the future precisely!)








Planning is clearly a dynamic process, not a static, one time event.





Acknowledge the Center for Simplified Strategic Planning 





		-You can access their web-site





		-You can download forms, etc. from the course web-site





	(Ideally suited for medium sized companies, but applicable to larger ones)





DRI Companies experiences with CSSP and the Strategic Planning Process





		-OPW-ES


		-Blackmer





		Key benefit has been implementation.


		


		Priorities


Focus


		Resource Allocation


		Communications	


(I call the above strategy deployment)





Strategic planning is as much about what you are NOT going to do as it is about what you ARE going to do.





		Establishes priorities.





		Allocates resources.





		Creates organizational “alignment”.





Can/should be aligned with performance assessment systems and compensation/reward systems.








Again, this course should provide a framework for the strategic planning process.


____________________





The “extra reading” should challenge our collective thinking about strategy.





Interesting to note that some celebrated companies have stumbled…





Risk of trying to predict the future to precisely





Risk of believing your own press releases





Risk of not changing to adjust to new realities








The materials from CSSP are extremely useful in strategy deployment and implementation…where the rubber meets the road!!


____________________


Some important requests…





To gain the most from this course and the materials, it MUST be highly interactive.


		-ask questions


		-contribute to discussions


		-make presentations


-share from your own experiences





Deb and I view our roles to be facilitating the process of learning.





And, YES, we intend to learn also.


Also, we ask/insist that you turn off your cell phones and pagers out of courtesy to your fellow students.


____________________





WHAT IS STRATEGY?








Operational Effectiveness Is Not Strategy





A company can outperform rivals only if it can establish a difference that it can preserve.





Strategy Rests on Unique Activities


				


The essence of strategy is choosing to perform activities differently than rivals do.


		


And to assure that those activities generate customer value.





    		Basis for strategic positioning:








variety-based positioning





BMW’s “sporty” image


		Vs.


Mercedes more “staid” image





needs-based positioning 





Why I elect SW Airlines on some trips?





access-based positioning





Serving customers in rural Oklahoma different from serving customers in DFW Metroplex.


____________________





A Sustainable Strategic Position Requires Trade-Offs





(One cannot normally successfully be all things to all people).





Trade-offs arise for three reasons:





Inconsistencies in image and reputation.





Different Activities Required.


(wholesale vs. retail)


(flexible small batch vs. mass production)





Limits on Internal Coordination and Control





Trade-offs are essential for strategy.  They create the need for choice and purposely limit what a company offers.





Southwest Airlines is an excellent example.





Fit Drives Both Competitive Advantage and Sustainability





Fit locks out imitators by creating a chain that is as strong as its strongest link.





(Give Texas Hydraulics’ example of flexible supply of custom-designed, application engineered hydraulic cylinders.)





Entire organization must be fast, flexible, and knowledgeable and “lean”.





Has been able to grow without becoming locked into high-volume, low margin customers.





Very difficult (impossible) for customers to mimic strategy in its entirety.  (Aspects, yes;  but entirely, no)





“Strategic positions should have a horizon of a decade or more, not of a single planning cycle.”





As an example, I can articulate the THI strategy still today.





The tools and technologies have changed, but the strategy has not.





Discuss first order, second order and third order “fits”.





Use Southwest Airlines Activity System Map on page 73.


____________________





SUSTAINABLE COMPETITIVE ADVANTAGE:





Unique competitive position for the company


Activities tailored to strategy


Clear trade-offs and choices vis-à-vis competitors


Competitive advantage arises from fit across all activities


Sustainability comes from the activity system, not the parts


Operational effectiveness is a given





Rediscovering Strategy





AVOID THESE TRAPS:





		The failure to choose





		The growth “trap”





IMPERATIVES-





		Profitable Growth





The role of leadership includes formulating/teaching strategy and saying “NO”


RATHER,  Reconnect with Strategy by answering these questions:	





Which of our product or service varieties are the most distinctive?


			


Which of our product or service varieties are the most profitable?	





Which of our customers are the most satisfied?





Which customers, channels, or purchase occasions are the most profitable?





Which of the activities in our value chain are the most different and effective?


____________________





SUMMARY





At general management’s core is strategy:





Defining a company’s position, making trade-offs, and forging fit among activities.





Strategy is the creation of a unique and valuable position involving a distinct set of activities.





Essence:  What you will do and what you will NOT do.





Strategy leadership involves being able to say “NO”


____________________





STRATEGY AS REVOLUTION





Principle 1: Strategic Planning often isn’t Strategic





Too often…





Ritualistic


Reductionist


Extrapolative


Positioning


Elitist


Easy





Needs to be…





Inquisitive


Expansive


Prescient


Inventing


Inclusive


Demanding





Caution…





”Planning” will not lead to strategy.  


“Planning” tends to be about programming. “Strategy” is about discovery.





The dual objective of this course will be to challenge your thinking about strategy…





And then to expose you to some methodologies to increase the likelihood of success with planning and implementation








Principle 2: Strategy Making Must be Subversive





There are rule makers and rule takers/followers.





There are also rule breakers





Nine Routes to Industry Revolution





Reconceiving a Product or Service





Radically Improving the Value Equation


(Mutual Fund Industry)





Separating Function and Form


(Credit Card Industry)





Achieving Joy of Use


(Borders)





Redefining Market Space





Pushing the Bounds of Universality


(Disposable Cameras)





Striving for Individuality


(Mass Customization;  Blue Jeans Sized to Fit You)





Increasing Accessability


(The internet…need I say more)





	Redrawing Industry Boundaries





Rescaling Industries


(Category Killers – Home Depot, etc.)


(But also, bed & breakfast inns)





Compressing the Supply Chain


(Wal Mart’s mega-stores are both warehouses & stores)





Driving Convergence.


(One Stop Shopping;  Massive Financial Industry Consolidation)





Which of these create opportunities for your firms?





Which create threats?





Which describe changes among your customer base to which you must respond?





Principle 3: The bottleneck is at the top of the bottle.


	


Key here is to make sure that the planning process is an open, not a closed process.





Principle 4: Revolutionaries exist in every company.





Find the outspoken sales person, the engineer with the un-conventional ideas, etc.





Principle 5: Change is not the problem;  engagement is.





The objective is not to get people to support change but to give them responsibility for engendering change, some control over their destiny.





	Chinese philosopher say:





	Tell me and I will hear.





	Show and I will listen.





	Involve me and I will understand.





	


(By the way, the “involve me” is why we are asking you to play such an active role in the class discussion.)





	


Principle 6: Strategy making must be democratic.





(Less a matter of counting “votes”, not all “ballots” carry the same weight!)


	


	Key:	Democracy is not simply about the right to be heard;  it is about the opportunity to influence opinion and action.





	Anecdote:	





I attended a professional society meeting with Deb recently.	


Seated next to me was a woman who had recently joined a bank who was going to participate for the first time in this bank’s strategic planning process.  She was very excited about it because she knew that the business area that she was now heading came out of some ideas that came out of that very process last year.








Principle 7: Anyone can be a strategy activist.





Principle 8: Perspective is worth 50 IQ points.





	Four Tasks to Create Industry Revolution:





Identify the unshakeable beliefs and industry conventions.


Search for discontinuities in technologies, buying habits, etc., that may create opportunities to rewrite the rules.


Achieve a deep understanding of the company’s core competencies.


Use all of this knowledge to identify the revolutionary ideas and the unconventional strategic options.





Principle 9: Top-down and bottom-up are not the alternatives.





In the search for revolutionary strategies, a senior executive must be more student that magistrate.





Principle 10: You can’t see the end from the beginning.





Involves taking risks, going into uncharted waters, and challenging the status quo.


